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American Institute of Accountants 
[The Committee on Administration of Endowment authorizes the 
publication of special Bulletins, of which this is one, on the distinct 
understanding that members are not to consider answers given to 
questions as being official pronouncements of the Institute but merely 
the individual opinions of accountants to whom the questions were 
referred. It is earnestly requested that members criticise freely and 
constructively the answers given in this or any other Bulletin of this 
series.] 
Q. In connection with one of our client's income-tax returns, it 
has become quite important that we determine approximately what 
the normal percentage of repairs bears to the sound value of the equip-
ment upon which such repairs are made. These clients carry out two 
distinct businesses, one of which is a tannery and the other is the 
manufacture of workmen's gloves. In the case of the tannery, they 
have the usual equipment, consisting of vats, tanks and all of the ma-
chinery which goes with a tannery. In the case of the glove manu-
facture, the chief machinery consists of various kinds of special sew-
ing machines. 
It would be a great assistance to us if it were possible to find out 
what the normal percentage is, as stated above, all replacements, how-
ever, being kept out of the calculation. It occurred to us that perhaps 
amongst the members of the Institute, there might be someone who 
would be able to give us this information, based upon the experience 
of some other clients. 
A. In reply to your inquiry regarding a norma! percentage which 
repairs should bear to the sound value of equipment upon which the 
repairs are made, it is not possible to fix a constant standard as the 
amount of the repairs will vary in the same industry with the kind of 
equipment used, and will also vary from year to year with the age of 
the equipment, the need of repairs increasing with each year. 
Assuming that your inquirer has these facts in mind, it may be 
helpful for him to have some data based on experience of other manu-
facturers. We cannot give him anything of value with respect to the 
manufacture of workmen's gloves, nor are we able to give any data on 
tannery equipment covering an extended period of time. However, in 
our records we do find that tannery equipment having an average age 
of 15 years has incurred repairs expense as follows: 
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from 6% to 9% 
from 9% to 1 0 % 
9% 
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The above percentages include the period of high prices following 
the war, but do not include the year 1921, in which, because of the 
marked depression in the industry, expenses were kept down to an 
absolute minimum. 
In supplying the above information we have had in mind that 
probably others may give similar facts, possibly some of them con-
cerning machinery which has not been used for so long a time and 
that from the data obtained from these several sources your inquirer 
may find the information which he requires. 
D I V I D E N D S 
The Bureau of Information has received a number of criticisms 
of the answer to "Dividends" appearing in Special Bulletin No. 12, 
June, 1922. As these criticisms are similar, we are publishing only one 
of the letters. 
The question and answer regarding dividends of an oil company 
that had appreciated its lease holds for discovery value and had taken 
depletion on that value as set forth in Special Bulletin No. 12 have been 
read with interest In accordance with the request for free and con-
structive criticism printed at the head of that bulletin, may I venture 
to make a few suggestions regarding the answer to this question. 
The provision in the income tax law that permits depletion based 
on discovery values is in the nature of a special exemption from taxa-
tion. There is no ground whatever for saying that a company dis-
covering oil on a cheaply acquired lease and selling the oil for more 
than the expenses of operation and the depletion on the cost of the 
lease has no income. Even Congress could not enact that it had no 
income. What Congress did enact was that it had no taxable income, 
or in other words, that its income would be free from taxation. 
Income actually realized may be distributed as a dividend irre-
spective of whether it is subject to federal income tax. If the entries 
setting up the appreciation and providing for the depletion are prop-
erly made, the books will show clearly the effect of the entries made 
to substantiate the depletion claimed for purposes of federal income 
tax, and the true position of the company on the basis of sound eco-
nomics and business principles. The procedure by which this is ob-
tained may best be explained by making the case concrete and show-
ing how it works out. If the company acquired a lease for $5,000 and 
its discovery of oil brought the value of it to $500,000 thirty days after 
discovery, the books should show 
Lease $ 5,000 
Capital .... $ 5,000 
Appreciation of lease—— ... 495,000 
Special Surplus ...... 495,000 
If oil is produced so as to show a profit before depletion of $30,000 and 
if this profit is realized in cash there would appear also 
Cash ....... $ 30,000 
Profit & Loss . . . . . . . . — $ 30,000 
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The depletion computed under the laws and regulations based on dis-
covery value might amount to $100,000. In this case the entries should 
be as follows: 
Profit & Loss... $ 1,000 
Special Surplus — 99,000 
Reserve for Depletion $ 1,000 
Special Reserve for Depletion....... 99,000 
The balance-sheet will then show 
ASSETS LIABILITIES 
Cash $ 30,000 Reserve for Depletion..$ 1,000 
Lease 5,000 Special Reserve for De-
Appreciation of Lease 495,000 pletion — 99,000 
Capital 5,000 
Special Surplus 396,000 
Profit & Loss... 29,000 
TOTAL ASSETS $530,000 TOTAL LIABILITIES $530,000 
It will be noted that the three accounts "Appreciation of Lease," 
"Special Surplus" and "Special Reserve for Depletion" will always 
exactly offset each other. To see the true financial position of the com-
pany it is necessary simply to eliminate them. The other accounts 
show the true conditions from a sound economic and business stand-
point. These three accounts are merely a record to substantiate the 
subsidy which Congress saw fit to grant to oil producers. The com-
pany has no taxable income but it has realized profits which may be 
paid as dividends. When such dividends are paid the stockholder is 
subject to the same surtax as on any other dividends. 
I M P R E S T F U N D 
Q. I would be obliged if you would supply me with the definition 
of "Imprest Fund," telling me the derivation of the word "Imprest." 
I was recently asked by one of our clients the meaning of the 
word "Imprest" as he could not locate it in the dictionary after he had 
observed it on my papers. 
I told him it was a technical term applied to a specific sum of 
money which is periodically reimbursed for its disbursements. 
After consulting my dictionary I realized the logical source of in-
formation would be the Terminology Department of the Journal of 
Accountancy. 
A. In modern parlance the word "Imprest" is used only in the 
phrase "Imprest System." This is a system of disbursing by means 
of advances, the use of which is generally confined in this country to 
a Petty Cash fund, although it is used in certain departments of the 
British Government. The Cashier of the fund is given a definite 
"round" sum of money, which he disburses as necessary and usually 
for sundry petty expenditures, and of which he keeps a record, fre-
quently in a columnar book. Either at fixed periods—such as a week 
or a month—or when the fund approaches exhaustion, a statement is 
made showing the disbursements and the accounts to which they are 
chargeable. A cheque is then drawn for the total amount of such ex-
penditures and is charged to the accounts shown in the distribution, 
the proceeds of the check being placed in the fund, which is thereby 
restored to its original amount. 
The derivation of the word is interesting for it carries us back for 
some hundred of years and gives us glimpses of the methods of our 
fore-runners. It aids us to picture them at their work, beruffed, be-
cloaked and trunk-hosed and reminds us of those happy times when 
clients were both willing and able to care for the physical comfort of 
their auditors for we find that in 1552, the Auditors of Lanark were 
allowed 6s. 8d. for that they "dranc" and in 1568, one item reads—"Ten 
shillings given to the Audetour is in drink." 
The word is made up of the preposition "In"—which is common to 
the Latin, French and English language and which before a labial usu-
ally takes the form "Im"—"Prest." 
The prefix has no definite modern significance and originally was 
frequently merely intensive. The "prest", however, is interesting for it 
brings out the original meaning of the word. It is closely allied to the 
modern French "pret"—a loan or advance money and the circumflex 
accent suggests that in former times the word was spelled "prest." 
The word "prest" still appears in English dictionaries as meaning "to 
put out as a loan" and in old accounts it is found used in this sense as 
far back as in the days of Queen Elizabeth for in a statement of her 
expenses in 1552, made by "Thomas Parrye, Esquyer," we find that 
"The said Mr. Parrye is charged with certen somes of money by him 
receaved and to him payd," of which the first is "The remayne with 
the prest of last yere." The word has remained in constant use and 
always suggests the idea that a sum has been advanced and is to be 
returned or accounted for. 
B O N D S 
Q. Could you possibly secure for us the solution of this problem 
or enough aid thereon to enable us to type a statement showing the 
solution? 
This is the problem: 
It is desired to make an issue of $2,750,000 of bonds, all to mature 
before the expiration of 30 years, i. e. between 1923 and the close of 
1952. The bonds to bear 6% interest payable semi-annually. 
It is desired to pay off the principal and interest in this wise: the 
sum of principal and interest, payable each year, during the period, to 
be as near an equal amount as possible. 
We wish therefore to type a Statement which will show: 
1. The Years 1923 to 1952 listed down. 
2. Amount of Bonds Outstanding at the beginning of each year. 
3. Interest paid each year. 
4. Principal matured and taken up each year. 
5. Sum of Interest paid and Principal (matured) paid, each year. 
The footing of column 4 should equal $2,750,000.00 
A. We duly received your letter in which you ask us what amount 
would require to be set aside annually to pay off in thirty years an issue 
of $2,750,000 6% bonds, interest payable semi-annually, "the sum of 
principal and interest payable each year to be as near an equal amount 
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as possible", and to send you a typewritten statement showing how the 
calculations work out. 
For the purposes of the calculations we have assumed that the bonds 
are to be dated July 1, 1922, that interest will be payable on January 1st 
and July 1st, that the bonds are to be issued in denominations of as 
low as $100.00, that redemptions are to be effected on each interest date, 
and that the retirement of the bonds is to be completed July 1, 1952. 
The following statement shows on the basis of the foregoing 
assumptions, that by setting aside approximately $99,400.00 each half-
year, or approximately $198,800.00 per annum the principal amount of 
the bonds will be amortized in thirty years and the interest payments met 
as they fall due. 
The amount of $99,400.00 is arrived at as follows: 
It is apparent that the amount required to be set aside semi-annually 
is that amount which, with compound semi-annual interest at 3%, will, 
at the end of sixty half-yearly periods, equal the amount of the issue 
(viz., $2,750,000.00) plus interest accumulations thereon under these same 
conditions. 
The amount of a semi-annuity of $1.00 at 3% per half-year for sixty 
half-years is $163.05344. 
The amount of $1.00 at the end of sixty half-years at 3% per half-
year is $5.8916. 
The amount of $2,750,000.00 at the end of sixty half-years at 3% 
per half-year is, therefore, $2,750,000.00 x $5.8916, or $16,201,900.00. 
RETIREMENT IN THIRTY YEARS OF $2 ,750 ,000 
6% BONDS, INTEREST PAYABLE SEMI-ANNUALLY 
Amount out- Amount set Bonds 
standing at aside semi- redeemed 
the beginning annually Interest at each 
of each half (approximately) paid semi- interest 
yearly period ($99,400.00) annually date 
1923 Jan. 1 $2,750,000 $99,400 $82,500 $16,900 
July 1 2,733,100 99,393 81,993 17,400 
1924 Jan. 1 2,715,700 99,371 81,471 17,900 
July 1 2,697,800 99,434 80,934 18,500 
1925 Jan. 1 2,679,300 99,379 80,379 19,000 
July 1 2,660,300 99,409 79,809 19,600 
1926 Jan. 1 2,640,700 99,421 79,221 20,200 
July 1 2,620,500 99,415 78,615 20,800 
1927 Jan. 1 2,599,700 99,391 77,991 21,400 
July 1 2,578,300 99,349 77,349 22,000 
1928 Jan. 1 2,556,300 99,389 76,689 22,700 
July 1 2,533,600 99,408 76,008 23,400 
1929 Jan. 1 2,510,200 99,406 75,306 24,100 
July 1 2,486,100 99,383 74,583 24,800 
1930 Jan. 1 2,461,300 99,339 73,839 25,500 
July 1 2,435,800 99,374 73,074 26,300 
1931 Jan. 1 2,409,500 99,385 72,285 27,100 
July 1 2,382,400 99,372 71,472 27,900 
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of each half (approximately) 
($99,400.00) 
paid semi-
yearly period annually date 
1932 Jan. 1 2,354,500 99,435 70,635 28,800 
1933 
July 1 2,325,700 99,371 69,771 29,600 
Jan. 1 2,296,100 99,383 68,883 30,500 
July 1 2,265,600 99,368 67,968 31,40Q 
1934 Jan. 1 2,234,200 99,426 67,026 32,400 
July 1 2,201,800 99,354 66,054 33,300 
1935 Jan. 1 2,168,500 99,355 65,055 34,300 
July 1 2,134,200 99,426 64,026 35,400 
1936 Jan. 1 2,098,800 99,364 62,964 36,400 
July 1 2,062,400 99,372 61,872 37,500 
1937 Jan. 1 2,024,900 99,347 60,747 38,600 
July 1 1,986,300 99,389 59,589 39,800 
1938 Jan. 1 1,946,500 99,395 58,395 41,000 
July 1 1,905,500 99,365 57,165 42,200 
1939 Jan. 1 1,863,300 99,399 55,899 43,500 
July 1 1,819,800 99,394 54,594 44,800 
1940 Jan. 1 1,775,000 99,350 53,250 46,100 
July 1 1,728,900 99,367 51,867 47,500 
1941 Jan. 1 1,681,400 99,342 50,442 48,900 
July 1 1,632,500 99,375 48,975 50,400 
1942 Jan. 1 1,582,100 99,363 47,463 51,900 
July 1 1,530,200 99,306 45,906 53,400 
1943 Jan. 1 1,476,800 99,304 44,304 55,000 
July 1 1,421,800 99,354 42,654 56,700 
1944 Jan. 1 1,365,100 99,353 40,953 58,400 
July 1 1,306,700 99,301 39,201 60,100 
1945 Jan. 1 1,246,600 99,398 37,398 62,000 
July 1 1,184,600 99,338 35,538 63,800 
1946 Jan. 1 1,120,800 99,324 33,624 65,700 
July 1 1,055,100 99,353 31,653 67,700 
1947 Jan. 1 987,400 99,322 29,622 69,700 
July 1 917,700 99,331 27,531 71,800 
1948 Jan. 1 845,900 99,377 25,377 74,000 
July 1 771,900 99,357 23,157 76,200 
1949 Jan. 1 695,700 99,371 20,871 78,500 
July 1 617,200 99,316 18,516 80,800 
1950 Jan. 1 536,400 99,392 16,092 83,300 
July 1 453,100 99,393 13,593 85,800 
1951 Jan. 1 367,300 99,319 11,019 88,300 
July 1 279,000 99,370 8,370 91,000 
1952 Jan. 1 188,000 99,340 5,640 93,700 







E S T A T E ACCOUNTS 
Q. One of the difficulties which has always attended the preparation 
of estate accounts has been the proper division of items between corpus 
and income, and it appears to me that this difficulty is increased by the 
rules prescribed by the Treasury Department in Regulations 45 and 62. 
The question has lately arisen in this office in connection with a rather 
large estate for which we are rewriting the accounts for a number of 
years. 
Reference is made to paragraph 293 of Regulations 62, which s tates: 
"The expenses of the administration of an estate, such as 
court costs, attorneys' fees and executors' commissions are 
chargeable against the corpus of the estate and are not allow-
able deductions." 
It has been my practice to charge the initial court costs and attor-
neys' fees in connection with the probate to the corpus of the estate and 
I have always charged the annual fees payable to executors or admin-
istrators to the income, together with such current expenses as attorneys' 
fees for current services, rent of safe deposit boxes, telegrams and other 
similar expenses. 
It seems to me that all such expenses should be charged on the 
estate accounts against the income, although an adjusting statement may 
be necessary in order to reconcile the estate books with the returns made 
to the Internal Revenue Department, in which such items as those men-
tioned above must be deducted. 
We shall be glad if you can give us any information bearing on 
the subject, especially as to whether or not the plan suggested in the con-
cluding paragraph of the memorandum is that which is usually adopted 
in the best practice. 
A. W e have your letter regarding the proper division in estate 
accounting of items of expenses between corpus and income. 
In the first place it must be realized that estate accounting differs in 
many respects from commercial accounting, and that in estate 
accounting what may or may not be done is covered very minutely by 
the statutes and by the practices of the probate or surrogate courts in 
the state where the deceased had legal residence. Many items of expense, 
which in commercial accounting would be prima facie operating expenses, 
are in estate accounting properly held as chargeable against the corpus 
of the estate. 
The reference in Paragraph 293, Regulations 62, that "the expenses 
of the administration of an estate, such as court costs, attorneys' fees 
and executors' commissions are chargeable against the corpus of the es-
tate and are not allowable deductions" is, in our opinion, entirely correct 
for estate accounting purposes. While the laws differ in the various 
states, it may be said that the general rule regarding expenses is that 
unless expenses are directly connected with the income of the estate they 
must be charged against corpus. Thus, in the case of one large eastern 
estate, where a large proportion of the income of the estate consisted of 
rentals from apartment houses, the probate court permitted charging the 
cost of janitor service and supplies and of fuel for the apartments 
against the income rentals, but the salary of an office man retained by 
the Executors to rent the apartments and in general to look after the 
properties was charged against corpus. 
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Unless specifically relating to the income of the estate, all current 
expenses for court costs, attorneys' fees, executors' commissions, rent of 
safe deposit boxes, and all similar expenses are chargeable against the 
corpus of the estate. The inquirer should ascertain definitely the statutes 
and court practices of the state in which he is residing, but the Internal 
Revenue Department regulations are in accordance with good estate ac-
counting practice, and the estate accounts should be so compiled. 
PHOTOSTAT WORK 
Photostatic reproductions of most of the articles listed in the 
Accountants' Index or Journal of Accountancy may be obtained from 
the library at a rate of 25 cents a page ( 8 ½ in.x11 in.), 30 cents a page 
( 1 1 ½ in.x14 in.), 50 cents a page (14 in.xl8 in.) or 90 cents a page 
(18 in.x22 in.). Enlargements or reductions can be made within the 
limits of dimensions of each size print. Members and associates of the 
American Institute of Accountants are entitled to a discount of 20 per 
cent. Material not filed in the library, such as reports, letters, etc., 
should be sent by registered mail or messenger with full instructions. 
This work will be treated as strictly confidential Unless the order is 
large, all copies will be mailed within twenty-four hours. 
SPECIAL BINDERS 
Binders which were ordered for the convenience of members for filing 
their library bulletins are ready for sale at the price of $1.25 each. 
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